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What we

Know

For reasons ranging from lack of digital skills to cultural constraints, it is common practice for some individuals

to rely on others in order to utilize certain technologies and technology-enabled services. As both Burrell and

Rangaswamy show,' shared, community, and intermediated use of technology are common and essential aspects of

rural life and informal economies.

Defining shared use in digital
finance

1 I - NV S N PO R,

Shared use in digital finance can either refer to the
sharing of a digital finance account—with one SIM
card, and therefore one account, shared between
multiple users—or the sharing of a mobile device,
meaning users may have their own SIM cards, and
therefore digital finance account, but rely on a shared
mobile phone to access their digital finance network.
For example, in Rwanda more adults (25%) are
reported as having access to a mobile money account,
than being mobile money account users (23%).

While there is adequate data around shared use of
mobile phones, unfortunately information and analysis
is limited with regard to the shared use of digital
financial services. Finclusion data from 2015 reports
that nine in ten Ghanaians (91%) own a mobile phone,
compared to 74% of Kenyans, 72% of Tanzanians, 58%
of Ugandans, and 47% of Rwandans.’ In Rwanda, while
47% of all adults own a phone, 67% report having
access to a mobile phone, with just under half of
Rwandans reporting that they borrow a phone “less
frequently than once a week, or never”* While this
analysis focuses on phone access and ownership, it has
obvious implications for shared use in digital finance.

Rangaswamy and Nair, “The Mobile Phone Store Ecology in a Mumbai Slum Community.”

Financial Inclusion Insights (FII), “Rwanda National Survey Report,” 33.
Ibid., 7.
Ibid., 25.

Sambasivan et al., “Intermediated Technology Use in Developing Communities.”

Defining infermediated use
in technology and digital

finance

The subject of intermediation has been, primarily,
the interest of two groups: firstly, human-computer
interaction (HcI) researchers and designers who have
sought to understand interactions between users and
technology, and secondly, digital finance researchers
and practitioners.
From the Hci field, Sambasivan et al. explain:
“intermediation by another person occurs when the
primary user is not capable of using a device entirely
on their own.”” Parikh and Ghosh first identified
the importance of recognizing and designing for
the “secondary user” in intermediated digital finance
services.® They outlined a continuum of intermediated
use, which ranged from clients with access to a mobile
device to completely “indirect” transactions wherein
an agent conducts a transaction on behalf of a client.
Ghosh expanded the definition of intermediated
use further to look beyond time-bound specific
interactions between a client and an agent at the
point of transaction.® For example, his definition of
intermediated use integrates practices in which an
agent holds and transfers a client’s money at a later
time when the system is down.

Parikh and Ghosh, “Understanding and Designing for Intermediated Information Tasks in India.”

Ibid.
Ghosh, “Contextualizing Intermediated Use in the Developing World.”
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From the perspective of digital finance providers
and researchers, intermediated use of digital financial
services (DFs) involves a client that requires help from
a third party, usually an agent, in order to complete a
transaction over a digital finance platform. This includes
activities such as over-the-counter (0TC) transactions
and direct deposits. The ITU DFS Focus group defines
intermediated use as ‘a transaction that the agent
conducts on behalf of a sender/recipient or both from
either the sender’s or agent’s mobile money account.”’

Mobile money account

A pure oTc transaction, as indicated below in
Figure 1 from the ITU DFS Focus group’s report, takes
place when both the sender and receiver utilize an
agent to conduct a digital financial transaction without
the use of a mobile money (or digital finance) account.

Defining OTC using the parties involved

Recipient

No mobile money Mobile money account

account with agent assistance
Partial OTC: Agent assisted OTC:
Mobile money account Not OTC a.r 1 O, ¢ gent assiste O ¢
Direct withdrawal Wallet transaction
g 1 1
Partial OTC: Partial OTC:
= No mobile money account artia , Pure OTC artia _
3 Direct deposits Direct deposits
Mobile money account with Agent assisted OTC: Partial OTC: Agent assisted OTC:

agent assistance Wallet transaction

Source: ITU-T, Focus Group Digital Financial Services, 2016

Orc is particularly popular in South Asian markets
such as Pakistan and Bangladesh. In Bangladesh,
InterMedia reports that only 33% of mobile money users
had a registered account in 2016, with the majority
continuing to conduct oTc transactions.” In Pakistan
this is even lower, with 7% of users registered with an
account in 2016, and 93% conducting oTc transactions."”

In this Snapshot we focus on intermediated use
of digital financial services, primarily looking at the
impact of over-the-counter (oTc) and direct deposits
on the evolution and adoption of digital financial
services. As highlighted in the conclusion, more
research is needed to tackle the question of shared use
both in terms of the sharing of digital finance accounts
and the sharing of mobile devices to access these
accounts. While the question of intermediated use
seems most important now, interesting insights into
shared use may emerge as smartphone penetration
grows and we find cases in which people access more
than one “virtual” wallet through a single sim or
device. We hope to tackle the question of “shared use”
in the next update of the Snapshot.

Direct withdrawal Wallet transaction

Motivations for, and benefits
of, intermediation in digital
finance

— From the client perspective

Practitioners and HcI researchers have examined the
motivation for intermediated transactions to better
understand how to increase adoption. The HcI body
of work has focused primarily on client motivations.
Sambasivan et al."” summarize these as: a fear of the
technology due to unfamiliarity with the technology
or a lack of self-efficacy; a lack of textual literacy,
numeracy, or digital operational skills; existing habits
of dependency that are transferred to technology use;
and the cost of owning a device and access constraints
related to age, gender, or cultural barriers. In each of
these cases, the option of turning to a more digitally
enabled individual allows the client to participate

in digital finance. Previous work by Ramirez et al.,"

9 Singh and Wright, “Over the Counter Transactions: A Threat to or a Facilitator for Digital Financial Ecosystem.”

10 Ibid.
1 Financial Inclusion Insights (FII), “Bangladesh Wave 4 Report FII Tracker Survey.”
12 Financial Inclusion Insights (FIT), “Pakistan Wave 4 Report FII Tracker Survey,” 38.

13 Sambasivan et al., “Intermediated Technology Use in Developing Communities.”

14  Ramirez, Parthasarathy, and Gordon, “From Infomediaries to Infomediation at Public Access Venues.”
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examining the role of infomediation and infomediaries,
shows that infomediaries (“information intermediaries” "
such as agents) can ‘contribute to developing the capacity
and confidence among users to use and explore ICTS
with increased independence.” Sambasivan et al. find a
similar pattern when they note that agents can inform
clients about digital finance services and instruct clients
in how to use them, leading to an uptake of services.

Similarly, digital finance practitioners have
outlined many motivations for orc and direct deposit
transactions among clients. Research has found that
a lack of experience with technology and formal
financial institutions or issues with literacy and
numeracy can lead to customers that do “not access
their accounts at all or they ask friends, family, or agents
to conduct transactions on their behalf and often for a
fee”'” OTc is also a convenient mode of transaction
for clients that struggle to meet know-your-customer
(xyc) registration requirements.'®

The ability of clients to pass on the responsibility
of a transaction has been noted as both a motivator
for clients” preference of oTc and a contributing factor
in lowering the barrier of entry to digital finance. By
giving the agent full responsibility for a transaction,
and any potential adverse outcome, an unsure client
may gain the necessary confidence to use a digital
financial service. Bakhshi notes that with oTc “the
customer does not need to change his behaviour or
learn a new, possibly intimidating, technology.”"”

Despite these motivations, research by InterMedia
in Bangladesh found that oTc use is generally driven
by its ability to fulfill clients’ needs, rather than by
a lack of awareness of mobile money accounts or
issues surrounding registration and use of self-guided
transactions.”’ They argue that “in a market-led
environment, service delivery should be determined by
user demand. Otc, ironically, thus is client-centric, as
users prefer it to accounts to fulfil their needs””" It is
therefore important to note that oTc and direct deposit
are also used by individuals who are not intimidated
by technology but are rather seeking to avoid the
hassle of wallet transactions.

Tbid.

Sambasivan et al., “Intermediated Technology Use in Developing Communities.”
Koning and Cohen, “Enabling Customer Empowerment: Choice, Use, and Voice.”
Wright, “Over The Counter Transactions — Liberation Or A Trap?,” December 2014.
Bakhshi, “Beware The OTC Trap.”

Financial Inclusion Insights (FII), “Bangladesh Wave 4 Report FII Tracker Survey,” 37.
McCaffrey, Wright, and Singh, “OTC: A Digital Stepping Stone, or a Dead End Path?”
Khan and Malik, “From OTC to Mobile Accounts: Easypaisa’s Journey.”

GSMA, “State of the Industry Report on Mobile Money: Decade Edition: 2006-2016.”
Byun, “Zoona: A Case Study on Third Party Innovation in Digital Finance.”

— From a wider ecosystem perspective

Beyond clients, digital finance practitioners have
looked at motivations for intermediated use from the
perspective of a range of actors in the digital finance
ecosystem, from providers to agents.

The digital finance ecosystem’s continued support
for transactions mediated by agents is largely due,
arguably, to the relative success it has had in driving
use of digital finance in a selection of less developed
markets. Data from Pakistan and Bangladesh
demonstrates the reach of digital finance through
otc. Easypaisa, a mobile money service delivered
through Telenor Pakistan and Tameer Microfinance
Bank, reports nearly 16.2 million oTc customers.”
InterMedia reports that 39% of Bangladeshis have
accessed mobile money through bKash. While the
number of oTc customers globally is decreasing, oTc
transactions are on the rise, up from 37.4 million
transactions in June 2015 to 44.3 million transactions
in June 2016.” In fact, 94% of Zoona’s (a third party
provider in Zambia) revenues, which exceeded
$8 million in 2014, come from fees charged to p2p
over-the-counter transactions.”* Beyond these success
stories, oTC dominates other markets at varying stages
of digital finance development from Senegal” to

26

Cote D’Ivoire.”* OTc is also seen as a stepping stone
by which customers come to sign up for a registered
account and access the more advanced products and
services that come with it. Research shows that 58%
of bKash mobile money registered users tested the
services via OTC use before registering.”

MicroSave’s research also highlights that otTc can
benefit product evolution and development.”* While
customers are conducting oTc transactions, providers
can collect data on their preferences and usage.
Providers can then build future products around this
data and develop compelling cases for mobile money
account use.

With regards to agents’ motivations, the potentially
high revenues that agents can earn from supporting
oTc transactions is notable.” In orc dominant
markets “agents are king,” and thus have the power
to choose which service provider they use based on

MM4P, “Consumer Behaviours in Senegal: Analysis and Findings”; Engels and Oparo, “Customer Profiles to Improve Reach of MTN Mobile Savings
and Loan Product in Rural Uganda”; The Helix Institute of Digital Finance, “Agent Network Accelerator Survey: Senegal Country Report 2015.”

Ghosh, “Contextualizing Intermediated Use in the Developing World.”
Financial Inclusion Insights (FIT), “Bangladesh Wave 4 Report FII Tracker Survey,” 36.
McCaffrey, Wright, and Singh, “OTC: A Digital Stepping Stone, or a Dead End Path?”

Mehrotra and Khan, “Agent Network Accelerator Survey: Pakistan Country Report 2014,” 23.
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commissions and other incentives. As a result, in
markets such as Pakistan, a “commission war” has
ensued between providers competing to offer higher
commissions to agents in order to win their share of
the oTc market.”” The Helix research therefore finds
that agents have healthy revenues in Pakistan® and
increasing profitability in Bangladesh.”

Risks of intermediated
transactions

30
31

32
33
34
35

36
37
38
39
40

42
43
44

Despite these benefits, intermediation—particularly
orc intermediation—also poses risks to all the actors
involved. On the client side, clients can be at risk of
being defrauded by agents. In some cases, agents may
charge clients extra fees to provide a service,” or an
agent may recommend a particular MNO’s mobile
money product because of its superior commissions
rather than its superior product specifications. Further,
sharing a pIN number with an agent or another
intermediary has obvious risk implications.

Another client-level concern that both
Sambasivan’* and Wright™ warn of is the potential
lack of learning and agency that occurs when a client
sheds all the responsibilities of transacting to the
agent. This could mean that the client fails to learn
about new products and services and never moves
beyond remittance and payment products. Wright
argues that this could entirely defeat the goal of a fully
inclusive digital economy as envisioned by Radcliffe
and Voorhies™ in their four stages of the pathway to
financial inclusion.

On the provider side, oTC can increase the risk of
money laundering and terrorism financing, especially
with informal oTc transactions wherein the user is
not identified.”” However, in markets such as Pakistan
where transactions are biometrically registered, it is
hard to bypass the system and conduct an informal oTc
transaction. The risk of money laundering or terrorism
financing is therefore higher in markets where informal,
unenforced oTc or direct deposits are facilitated.

MicroSave points to the impact a lack of revenue
generated through p2p transactions can have on

Orakzai, “Mobile Money: The OTC and Agent Dilemma.”
Mehrotra and Khan, “Agent Network Accelerator Survey: Pakistan Country Report 2014.”
Tiwari and Jain, “Agent Network Accelerator Survey: Bangladesh Report 2016.”

providers’ profitability.”* GSMA has also highlighted
that oTc transactions can negatively affect revenue
streams due to the high level of operating expenses
spent on agent commissions.”” As mentioned above,
in orc markets rather than the customer being king,
agents hold power over providers. In the pure oTc
model (see the table on Page 1), in which customers
have no s1m card and thus no affiliation to a brand

or service, the agent decides which service to use
simply based on the best commissions available. Otc
methodology therefore “switches the location of the
battlegrounds for market share from the customer (as
seen in mobile wallet-based markets) to the agent.” "’
Rather than focusing on customers and product
development, providers in oTc markets are constantly
having to increase their commissions relative to
competitors in order to incentivize agents to use their
services. In Pakistan, however, providers have decided
as a group to stop the commissions war because of
the negative impact it was having on their revenues.
Instead they focus on wallet transition. As a result of
shifting the focus away from agents, “providers facing a
higher demand for their services win.”"'

Other potential risks for providers include the fear
that if a person begins with orc they will have a more
difficult transition to account use at a later stage*’ or
that orc may limit product evolution. With high otc
usage, products are limited to “one-time transactional
financial services.” In the pure oTc model wherein
customers transact without a mobile money account,
the opportunity to introduce “sophisticated” digital
financial services, such as savings, credit, and
insurance, is highly limited. Some providers have
expanded their product range beyond the traditional
orc offerings of domestic remittances and bill
payments. Easypaisa has launched “Easypay,” an
online, e-commerce payment solution in which
users can book a product online and pay for it in
an Easypaisa shop without requiring an Easypaisa
mobile money account. In Senegal, Wari and Joni
Joni have expanded to offer a pioneering cross-border
remittance product, accessible through both mobile
wallets and oTc.”* However, these products still fall
into the bucket of “one-time transactions financial

Mirzoyants, “Mobile Money in Uganda The Financial Inclusion Tracker Surveys Project - Use, Barriers and Opportunities.”

Sambasivan et al., “Intermediated Technology Use in Developing Communities.”
Wright, “Over The Counter Transactions - Liberation Or A Trap?,” December 2014.
Radcliffe and Voorhies, “A Digital Pathway to Financial Inclusion.”

McCaffrey, Wright, and Singh, “OTC: A Digital Stepping Stone, or a Dead End Path?”

Ogwal, “The OTC Trap - Impact on the Business Case for Uganda’s Mobile Network Operators.”

Almazan and Vonthron, “Mobile Money Profitability: A Digital Ecosystem to Drive Healthy Margins.”

Khan and McCaffrey, “The Powerful Agents & Fractured Markets of Pakistan.”

Butt, Khan, and Bersudskaya, “State of Play: Insights on the Evolution of Pakistan’s Mobile Money Agent Network.”

Bakhshi, “Beware The OTC Trap.”
Mehrotra and Khan, “Agent Network Accelerator Survey: Pakistan Country Report 2014.”
Khan and Singh, “Debunking the Myth of OTC.”
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services.” While agents could be used to promote

a diversity of financial services and create a level

of awareness that would not otherwise exist, users
would still need their own accounts to access more
sophisticated digital finance offerings such as savings,
credit, and insurance. The argument that oTc may
limit product evolution has, however, been counter-
argued by MicroSave’s research, and is worth noting.”

McCaffrey, Wright, and Singh, “OTC: A Digital Stepping Stone, or a Dead End Path?”
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A better understanding of
the risks and rewards of OTC

A number of publications have been released around
orc transactions and the benefits and challenges
they bring to digital finance providers, agents, and
their end clients. MicroSave provides a good analysis
of the orc industry by discussing and analyzing five
issues surrounding orc including AML (anti-money
laundering) and cFt (combatting the financing of
terrorism) risks, providers’ profitability, limitations
of product development, and volatility in market
share.’® The paper concludes by outlining the pros
and cons of otc for each stakeholder involved and
recommendations for how the industry can address
these issues.

Notable new learning

-]

46  McCaffrey, Wright, and Singh.
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Transitioning from OTC
to wallets must be the
long-term goal

47

As demonstrated, oTc can catalyze uptake of digital
finance, and it may be an efficient means of quickly
driving awareness, adoption, and use. However, the
risks of long-term oTc use must be understood.
Specific risks include how the ultimate reliance on
agent networks can harm providers’ profitability, and
how a failure to transition customers to wallets will
negatively impact long-term product evolution and
ecosystem development. As a result, providers must
focus on developing strategies to transition customers
from oTc to wallets. While more developed markets
such as Pakistan’” and Bangladesh already have
strategies underway, nascent markets such as Senegal,
Zambia, and Cote D’Ivoire need to ensure they have
the appropriate planning in place to manage this

transition.

Khan and McCaffrey, “The Powerful Agents & Fractured Markets of Pakistan.”

The digital finance community
needs to understand shared,
secondary-user scenarios

While a lot of time and money has been invested

in researching intermediated use in terms of oTc
transactions and direct deposit, fewer studies have
looked at shared use of digital finance accounts.

The digital finance industry would benefit from a
deeper understanding of shared use and its roles

and implications for future adoption and product
development. This is especially important for hard to
reach, excluded populations such as women.
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Not everyone uses digital finance as it was originally
intended. From individuals repurposing digital
financial services to meet their own needs to clients
using intermediaries to conduct their transactions,
nuanced uses of digital finance make our analysis both
interesting and complex. In this Snapshot we have
discussed both the benefits and risks associated with
the intermediated use of digital financial services and
the role it plays within the digital finance ecosystem.
While many markets have benefited from such assisted
transactions, we believe that transitioning from otc

to wallets must be the long-term goal. While we are
interested in better understanding shared use in digital
finance, there is a dearth of information and analysis
on this thematic area. We hope that we will be able

to tackle this question in more detail with the next

update of the Snapshot.

onclusion
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